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Abstract 
 
 
 
Since September 1st in 2000 it has been possible for European consumers to trace beef 
products back to its producers. This so called beef traceability system was introduced after the 
breakout and spread of the disease Bovine Spongiform Encephalopathy (BSE) in Europe in 
the 1980s and the 1990s. This essay investigates whether there has been any effect of the 
system on trade within the EU(15) and with the rest of the world. Can origin marking systems 
be seen as trade impeding standards or will they, on the other hand, increase trade due to 
increased transparency in the market? A method developed by Truman is used to see whether 
the share of consumption of domestically produced goods are affected. The main findings are 
that (1) the origin marking helped restore consumers’ credence in the market, which 
eventually restored consumption levels after the BSE crisis, and (2) the domestic consumption 
share was not significantly affected. 
 
 
 
Keywords: Domestic Consumption Shares, Origin Marking, Beef Traceability, Trade 
Diversion and Creation, Credence Based Markets. 
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1. Introduction 
 
 
 
In September 1st 2000 the European Union introduced an obligatory labelling system with the 
purpose of making it possible to trace beef back to its producer. Since then all beef has to be 
marked with its country of origin and the system applies to all members of the union. Honey 
and fish are also covered by the system and other meat products has to make sure the 
packaging does not mislead the consumer on where the meat has been produced. 
(Livsmedelsverket 2007) 
 
This compulsory system was introduced after the breakout of the disease Bovine Spongiform 
Encephalopathy (BSE) in Europe, and was intended to create a new consumer confidence in 
the beef market. It was also intended to increase the transparency of the market and hence 
trigger producers to uphold beef quality. By issuing passports to, and putting tags in the ears 
of animals travelling within, or into the European Union it has become possible to know 
where an animal has been brought up. When the meat is sold there has to be information on 
the packaging on where the animal, or animals, has been born, fattened and slaughtered. Any 
additional information is voluntary to provide. (European Commission (EC) 2000:1-3) 
 
After the introduction of the traceability system in 2000 it has become possible to point out 
the country of origin of beef in the meat counter. This provides the consumers with additional 
information that was not previously obtainable and thus, it may be interesting to see whether 
this has had any effect on consumption choices. The purpose of this essay is therefore to 
investigate whether the beef traceability system has had any effect on the trade patterns within 
the EU, by answering the following questions:  
• Has the domestic share of consumption increased or has it, conversely, decreased?  
• Did the European beef market become more integrated as a result of the origin 
marking?  
• Has it proven to be a barrier to trade instead of, the intention of the Commission, 
increasing trade and consumption? 
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The outline of this essay is the following. In the first section theoretical concepts on 
integration and trade are presented as well as some hypothetical outcomes from the origin 
marking and, more generally, expected trade effects from information standards. The second 
section explains the procedure developed by Truman in 1975, which is used to compare 
domestic and import shares of consumption, to see whether the trade patterns has changed 
within the chosen period. Thereafter the results are discussed and analysed in four parts; 
consumption volume, domestic consumption shares, intra-EU trade and other trade affecting 
aspects. Finally, the essay will be rounded up with a conclusion and implications of the 
results. 
 
 
  
6 
2. The Expected Effects of Origin Marking on Trade 
 
 
 
This section presents some possible expected outcomes of the introduction of an origin 
marking on trade. It also presents some general theories on how standards can affect trade 
patterns and external factors that may affect the outcomes from the beef traceability system. 
But first, some basic theories on integration and trade are shortly presented to provide a basic 
understanding of why it is of interest of the Commission to intervene on this matter. 
 
2.1 Trade Creation and Diversion 
 
Economic integration happen when a group of countries decide to remove barriers to trade, to 
increase the flow of products, capital, labour and other factors of production, internally. It is 
possible to distinguish two types of integration; positive and negative. Negative integration 
consists of removing existing barriers to trade and positive integration consists of creating 
new common, institutions and policies. (Senior Nello 2009:5) 
 
The main objective of integrating countries, whether it is about negative or positive 
integration, is to mutually gain from more open markets by being able to trade goods over 
borders; trade is then assumed to be a ‘win-win’ game. Thus, all participants can gain from 
collaborating instead of protecting their domestic firms and markets. This is based on a 
traditional view, originally formulated by Adam Smith and later developed by Ricardo. It says 
that a country can gain from trade by focusing on producing the goods it is relatively good at 
and importing goods that can not be produced efficiently within the country. In addition to a 
better resource allocation in a larger region, trade may increase wealth by increasing 
competition, increasing the number of varieties and the possibility to exploit economies of 
scale (see e.g. Senior Nello, 2009).  
 
When talking about increased integration and trade there are two concepts that need to be 
further explained, and these are trade diversion and trade creation. Both were defined by 
Viner (1950) in the book The Customs Union Issue. Trade diversion is when a customs union, 
or a free trade area, makes imports from partner countries cheaper than the most efficient 
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producer on the world market, who is outside the union. Thus, consumers will buy from the 
less efficient partner country, which is protected from competition from producers in non-
member countries. In contrast, trade creation is when trade between two member states 
increases due to removed tariffs. Less efficient domestic producers are replaced by more 
efficient producers in a partner country. (Viner 1950:43) There is also a difference between 
internal and external trade effects. Internal trade creation and diversion refer to trade within 
the European Union while external trade creation and diversion refer to trade with non-
member countries.  
 
For example, when a new country joins the European Union, which is a customs union, it has 
to remove all its tariffs against all other members. This means mutual gains for both parts, 
since exporting firms, from both the new partner country and the existing members, will be 
able to export to the other member and compete on their market to a price that is not affected 
by tariffs. If producers of a good in the partner country are more efficient than domestic 
producers, they will be able to sell their product for a lower price in the new open market, 
which means imports will increase due to more fair competition. This is called internal trade 
creation. If imports from partner countries, for some reason, would decrease after joining a 
customs union, the country would instead experience an internal trade diversion. This is, 
however, not a likely effect of a customs union agreement. 
 
The members of the customs union will keep a common tariff against non-member countries 
and will thus protect their inner market. If we assume the most efficient producer is not a 
member of the customs union, it cannot compete fairly to producers within the EU since their 
products will be more expensive than the EU products. If the entering country replaces 
imports from the world leading producer with imports from another EU member, it is called 
an external trade diversion. If, in contrast, the new common tariff of the union is lower than 
the former tariff of the entering country, imports from non-members will instead increase, and 
the country will experience an external trade creation.  
 
2.2 Characteristics of the Beef Market 
 
Trade could, however, be affected by the fact that a consumer purchasing a unit of food often 
can not be certain of the quality of the food until after consumption. When it comes to beef, it 
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is not even possible to know whether it is contaminated with BSE after consumption, since 
the incubation period of the disease can be as long as four years.  Thus, the beef sector has to 
be characterized by consumers’ credence in the producers and that their products are safe. The 
credence in beef producers was hurt by the BSE, and something had to be done to regain the 
confidence of the consumers. (Barrena & Sánchez, 2009:144-5) The incentive behind the 
implementation of the beef traceability system, except from eradicating the disease, was to 
increase the transparency of the beef market and thus, to regain the consumers confidence in 
beef producers. By making the system more transparent, and regaining consumers’ 
confidence, the consumption, and trade, would increase, which would lead to trade creation. 
(EC 2000:1) 
 
In credence-based markets it is important to pay attention to the fact that emotions play a 
central role when consumers chose which product to purchase. The physical aspects of the 
product lose importance when health can be affected. New factors affecting the purchase 
decision are instead health factors, food safety, origin and labelling. Other aspects that have 
grown in importance lately are environmental issues and ethics. (Barrena & Sánchez, 
2009:145,147)  
 
Labelling a product with the country of origin gives the consumers the possibility to apply 
their perceptions of that country in their valuation of the specific product. Studies on more 
developed countries (MDCs) showed that the credence of a product often was higher in the 
country where it was produced than elsewhere. (Bilkey & Nes 1982:89-90) If this is the case 
in the beef market, this will lead to a trade diversion in favour of domestic producers and 
trade will decrease due to the implementation of the origin marking. 
 
As environmental issues have gained attention in the political agenda, consumers could also 
have been influenced to buy locally produced goods to decrease their consumption’s impact 
on the environment. This is an aspect that further could strengthen the trade diversion on the 
beef market following the introduction of the traceability system. As well as it can have a 
trade diverting effect in favour of domestic products it could also have a trade diverting effect 
in favour of European products versus products from non-member countries.   
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2.3 Information Standards 
 
The origin marking system is a typical example of a standard. Standards are used to increase 
information about products that is not obvious for the consumer at first sight in the stores, or 
before consuming the product. The standard types can be divided into three different 
categories; process, product and information standards. The beef traceability system can be 
defined as an information standard, which is designed to provide information for the 
consumer, and the producer, on the product packaging. Other standards are process and 
product standards that provide guidelines for either the production process or specific 
characteristics of the product. (Marques Vieira & Traill 2007:757) The information that is 
provided by an origin marking is maybe not as important in itself for the consumer as much as 
the transparency that it provides. When producers have to put information about them on the 
packaging, they will also have incentives to produce healthy meat. 
 
There is also a difference between technical regulations and standards. While technical 
regulations are legally binding, the producer can choose whether or not to comply with a 
standard. Technical regulations are often related to health and safety issues that have been 
introduced by governments. In contrast, standards are often more market-driven and 
introduced by non-governmental standardizing bodies. (Hoekman & Kostecki 2001:186; 
Senior Nello 2009:141) The main parts of the beef traceability system are compulsory and has 
been introduced by the European Commission. We may therefore define it as a technical 
regulation, though it will be referred to as a standard in the rest of the essay since ‘standards’ 
is an umbrella term.  
 
As the European market becomes more integrated and traditional barriers to trade, for 
example tariffs, are eliminated, countries try new means of protecting their domestic markets. 
Standards are one of those new non-tariff barriers that impede the completely integrated 
European market from happening. (Senior Nello 2009:5,98) Some examples on this follow. 
 
Different standards in different countries impede the expected gains from trade in a customs 
union or free trade agreement. The standards impede scale economies and also increase 
research costs since firms need to develop different products for different markets. This leads 
to higher unit costs, which eventually have to be paid by the consumers, who, in turn, 
decrease their consumption of the good. (Egan 2001:47) Consumers are also worse off from 
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standards when the cost of implementing standards is higher on foreign goods than on 
domestically produced goods. If the foreign products can not meet the standards, they will not 
either be able to compete on the market, and the consumers will get fewer products to choose 
from. (Taylor, Walsh & Lee 2003:102) Consumption of domestic goods will thus be higher 
and less trade will occur. 
 
The traceability system implies high monitoring costs on the beef industry. This also affects 
producers in non-member countries who want to export to Europe, since they must also 
comply with the system. (Marques Vieira & Traill 2007:762) Even though it does not prohibit 
foreign producers from selling products on the European market, this procedure increases the 
price, which will have a negative effect on consumption. 
 
Standards negative effect on trade is often disguised by the necessity to protect the consumers 
within the country from health, safety and environment threatening commodities. Thus, the 
European Union will gain from harmonizing the standards within the union. By agreeing on 
common standards they can keep the positive, consumer protecting, effect of the standards 
while defeating the negative, trade impeding, effect. (Egan 2001:5)  
 
When harmonizing the standards system there are major gains from trade to be won, at the 
same time an excess deregulation can harm consumers. The gains from trade arise when 
production can be made more effective by letting producers exploit increasing returns to 
scale. This occurs when they are able to standardise their product, without having to vary the 
production regarding to the country in which the product is to be sold. At the same time, by 
removing too many standards, consumers’ health can be affected. Thus, it is important to be 
careful when harmonizing so that the consumers are still protected. (Senior Nello 2009:141-2) 
 
2.4 Possible Effects of the BSE Crisis on Trade 
 
It would be ignorant to disregard the possibility that the BSE crisis itself would have any trade 
effects at all. Since this could have an effect on consumption and trade it is worth mentioning 
which countries that were most heavily affected by the crisis. In combination with the BSE 
crisis it is not rash to assume that the domestic consumption share would decrease in the 
countries that were most severely affected by the disease and vice versa.  
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Table 2.1 – Number of BSE Cases per Million Bovines Aged over 24 Months 1994-99 (OIE 2009). 
Year 
Country 
1994 
 
1995 
 
1996 
 
1997 
 
1998 
 
1999 
 
Period Total 
 
United Kingdom 4277,78 2582,02 1416,78 794,43 585,65 416,36 10073,02 
Portugal 15,06 18,82 38,9 37,64 159,35 199,5 469,27 
Ireland 5,43 4,57 20,28 21,39 20,79 22,83 95,29 
Luxembourg 0 0 0 10 0 0 10 
France 0,27 0,27 1,09 0,54 1,64 2,82 6,63 
Belgium 0 0 0 0,61 3,69 1,84 6,14 
Netherlands 0 0 0 1 1,01 1,03 3,04 
Spain 0 0 0 0 0 0 0 
Germany 0 0 0 0 0 0 0 
Italy 0 0 0 0 0 0 0 
Denmark 0 0 0 0 0 0 0 
Greece 0 0 0 0 0 0 0 
Austria 0 0 0 0 0 0 0 
Finland 0 0 0 0 0 0 0 
Sweden 0 0 0 0 0 0 0 
EU(15)Total 4298,54 2605,68 1477,05 865,61 772,13 644,38 10663,39 
 
Table 2.2 – Number of BSE Cases per Million Bovines Aged over 24 Months 2000-05 (OIE 2009).  
Year 
Country 
2000 
 
2001 
 
2002 
 
2003 
 
2004 
 
2005 
 
Period Total 
 
United Kingdom 270,56 232,76 228,24 122,25 68,799 45,668 968,277 
Portugal 186,95 137,88 107,8 137,19 94,901 53,037 717,758 
Ireland 38,17 61,8 88,39 57,81 43,327 23,996 313,493 
Spain 0,59 24,23 37,95 46,31 38,945 27,761 175,786 
Belgium 5,53 28,22 25,75 10,54 7,882 1,448 79,37 
France 14,73 19,7 20,96 12,01 4,736 2,719 74,855 
Germany 1,07 19,97 17,02 8,71 10,915 4,965 62,65 
Netherlands 1,07 10,25 13,19 10,86 3,399 1,696 40,465 
Italy 0 14,1 10,6 9,86 2,348 2,396 39,304 
Luxembourg 0 0 14,54 0 - 10,876 25,416 
Denmark 1,14 6,77 3,35 2,39 1,296 1,289 16,235 
Greece 0 3,3 0 0 0 0 3,3 
Austria 0 0,96 0 0 0 2,114 3,074 
Finland 0 2,39 0 0 0 0 2,39 
Sweden 0 0 0 0 0 0 0 
EU(15)Total 519,81 562,33 567,79 417,93 276,548 177,965 2522,373 
 
As shown in Table 2.1 the disease was mainly spread in the UK between 1994 and 1999. 
However, between 2000 and 2005 the disease had spread across Europe, which is presented in 
Table 2.2. Portugal, Ireland and Spain had, except from the UK, the highest incidence of the 
disease. Countries with the lowest incidence of the disease were Sweden, Finland, Austria and 
Greece, of which Sweden is the only country that was not affected at all during the period. 
 
If the origin marking is effective in helping consumers sorting out products from less 
contaminated countries, this will lead to a trade creation in countries with a high incidence of 
the disease. Thus, domestic consumption will decrease and imports increase. Reversely, 
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countries with a low incidence will experience a trade diversion from other EU countries and 
start consuming more domestic products. 
 
Before 2001, Switzerland was the only country outside the EU to be affected by the disease. 
(OIE 2009) If the origin marking lead to trade diversion from high incidence countries one 
could assume that there would be some external trade creation due to the origin marking, 
considering that beef from non-member countries was safer up until then. 
 
  
13 
3. Empirical Methodology 
 
 
 
This chapter first explains the model, which will later be used to investigate whether domestic 
consumption or, reversely, trade has increased. It is used to observe how these patterns change 
through our interval, which is defined in the Data section together with a definition of which 
countries that will be investigated. Finally, possible limitations of the model are discussed. 
 
3.1 The Truman Model 
 
This essay employs a method that was developed by Truman (1975) to calculate whether 
increased integration in Europe between 1953 and 1968 had led to trade diversion or trade 
creation. By comparing consumption of domestic, partner and non-member products within a 
time period he examined how the trading patterns were affected. By computing Equations, 3.1 
and 3.2, it is possible to compare the consumption shares of domestically produced goods 
with imports. Ci is the total consumption of a good in year i, P is the domestic production of 
the good, X are the exports and M are the imports. 
 
Equation 3.1  iiii MXPC +−=  
Equation 3.2  
i
i
i
ii
i
i
C
M
C
XP
C
C
+
−
=  
 
If we divide Equation 3.1 with the consumption value we get the consumption shares. By 
comparing the domestically produced share of consumption, which is defined by the 
production minus imports divided by consumption, with the import share of consumption, 
which is defined by imports divided by consumption, we can see how consumption changes in 
a period. An increased import share means that trade increases and an increased domestic 
consumption means that trade decreases. When looking at a free trade agreement or a customs 
union, as in this case, it is also possible to divide the import shares into imports from member 
countries and non-member countries. This makes it possible to see whether the origin marking 
leads to increased trade diversion in favour of non-EU(15) countries over other countries. 
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Table 3.1 – Possible patterns of deviations in the three basic shares (Truman 1975:5). 
 
Truman defined six possible outcomes that are described in Table 3.1. Subtraction signs 
represent trade diversion and plus signs represent trade creation unless if they are in the 
domestic column when it represent trade erosion. Trade erosion refers to when the domestic 
consumption increase and thus, that trade consequently decrease. Thus, if there is a trade 
creation due to the origin marking system we will find some of the cases 1-3 to be true and, in 
contrast, if there is a trade erosion, some of the cases 4-6 will be true.  
 
3.2 Data 
 
The trade flows will be examined during the period of 1995-2005 since this interval covers a 
five-year-period before, as well as after, the origin marking system was introduced. With this 
interval it is also reasonable to limit this study to the countries of EU(15), since these were 
members of the union during the entire period. The members of the EU(15) were Austria, 
Belgium, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Luxembourg, the 
Netherlands, Portugal, Spain, Sweden and the United Kingdom (Senior Nello 2009:5). 
 
The underlying data for the analysis will be secondary data from the statistical databases 
FAOstat (FAO Statistcal Division 2009) and also from Comtrade (United Nations 2009). The 
FAO statistics has been used to compute the consumption shares while the Comtrade statistics 
has been used to compute import shares. Comtrade only provided information on commodity 
groups defined by six figures, while the FAO statistics were more specific. Thus, figures on 
import shares are on group 020110: Meat and edible meat offal - Meat of Bovine animals, 
fresh or chilled - Carcasses and half-carcasses. Figures on consumption shares are on group 
020110.a, Cattle meat, within group 020110. Both groups contain trade statistics on “Meat of 
Case Description Sign of the change in the share of 
  Domestic Partners Non-members 
1 Double (internal and external) trade 
creation 
- + + 
2 External trade creation and internal 
trade diversion 
- - + 
3 Internal trade creation and external 
trade diversion 
- + - 
4 External trade diversion and 
external trade erosion 
+ + - 
5 Double (internal and external trade 
erosion) 
+ - - 
6 Internal trade diversion and internal 
trade erosion 
+ - + 
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Bovine Animals”, which is the group that is of interest for our analysis; the only difference is 
that 020110.a is more specific, since we examine shares, and not exact figures, this will not 
disrupt the result too much. 
 
3.3 Delimitations 
 
Truman’s model does only provide information on how the trade patterns look in percentage 
shares. It does not tell whether the volume of trade increases or decreases, only if the 
domestic or import shares of consumption change. To be able to perceive the magnitude of 
the figures on shares, I will also present the total volume of consumption in the EU(15) 
between 1995 and 2005 to see whether consumption changed through the period. 
 
Another problem with the model is that it does not tell us the cause of changes in trade 
patterns; it only tells us when they happen. Assuming that the origin marking is the only 
factor affecting the trade pattern is not very wise. The Empirics part of this essay will 
therefore present other factors likely to affect the trade patterns and will not assume that all 
the changes are due to the origin marking. Instead, the discussion will focus on how the origin 
marking could have affected observed changes. 
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4. Results 
 
 
 
This section is divided into four parts, which first present the results on the research in those 
areas, and then analyses it. The first part, Consumption Volumes, shortly presents and 
discusses the consumption patterns of beef within the interval. This part is followed by the 
results and analysis of the domestic consumption shares of EU(15) on average, and on each 
country individually. The third part presents the results on intra-EU trade and at last, some 
possible aspects that have been neglected so far will be discussed. 
 
4.1 Total EU Consumption 
 
Graph 4.1 – Consumption of Beef in EU(15) 1995-2005. 
 
To calculate the Consumption according to Equation 3.1, statistics on production, exports and 
imports were needed and these statistics were provided by the FAO Statistical Division 
(2009). Production value was calculated by multiplying the production quantity in tonnes with 
the price of beef in US dollar per tonne for each year respectively. Imports and exports were 
already presented in its value in US dollars. Graph 4.1 show total consumption of beef in 
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EU(15) between 1995 and 2005, which has first been computed for each country and then 
summed up for total EU(15) consumption. 
 
As shown in the graph, consumption of beef was halved between 1995 and year 2001. In 1995 
the consumption level was 34 502 million US dollar and in 2001 it had decreased to 16 970 
million US dollar. After 2001 the consumption was slowly increasing again and in 2005 it had 
increased to 26 708 million US dollar. Between 2004 and 2005 the trend levelled out by a 
small decrease in consumption volume. 
 
The decline in beef consumption is subject to the BSE crisis and reaches its lowest point in 
2001. The increase after 2001 is probably due to increased credence in the producers, which is 
not, improbably, an effect of the origin marking system. Since we will examine the shares of 
consumption, this result will not be visible in the following parts of the analysis. Though, this 
implies some things that might be valuable to have in mind. Even though domestic 
consumption shares or import shares might be constant or decreasing, this could still mean 
that the total volumes of consumption or imports are increasing after 2000. Similarly, this 
implies that the volume of imports and domestic consumption probably is decreasing between 
1995 and 1999. 
 
Consumption does not decrease more after the origin marking was introduced. The high 
monitoring costs were therefore not high enough to lower consumption, though they could 
have an effect on the consumption level, which does not return to the same level as in 1995. 
 
4.2 Domestic Consumption Shares 
 
4.2.1 EU(15) Average 
After calculating the consumption for all countries it is now possible to calculate the share of 
consumption of domestically produced goods, which is made up by production minus exports, 
divided by consumption. From this we also know that the import share of consumption should 
be the share of consumption that is not produced in the home country (
i
i
C
M ). Comtrade 
provides us with statistics on imports that makes it possible to calculate the share of imports 
from other European countries and the share of imports from the rest of the world. The 
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European import share of consumption is simply made up by the total import share multiplied 
with the European share of imports ( TOT
i
EU
i
i
i
M
M
C
M
∗ ). The results are presented in Graph 4.2. 
 
Graph 4.2 – Average Intra-EU and Domestic Consumption Shares for EU(15).1 
 
Graph 4.2 shows the average results for the EU(15) between 1995 and 2005 (the individual 
results for each country are presented in graphs in the Appendix). The domestic consumption 
fluctuates between the maximum of 89 percent in 2001 and the minimum of 85.8 percent in 
2005. Between 2000 and 2001 there is an increase in the domestic consumption of 1.82 
percentage points, but after 2001 the trend is decreasing. First, this analysis will treat these 
average results and then we move on to analysing individual countries.  
 
Since the increase in average domestic consumption only is temporary, this implies that the 
traceability system did not lead to permanent higher consumption shares. Maybe, the 
temporary peak in 2001 was only a reaction to the origin marking in times of a crisis. If we 
look back at the total consumption level, which is at it lowest in 2001, we could assume 
credence in the market is at it lowest at that time as well. This could imply that consumers 
actually have a higher confidence in domestic than in foreign producers and that when 
                                                 
1
 N.B. that the minimum of this graph, and following graphs, is not equal to zero. The purpose of this is to see 
the changes in consumption more clearly.  
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credence is generally low, one turns to what feels safe and familiar. Since emotions play an 
important part in credence based markets, it is not unlikely that this could cause the increased 
domestic consumption share.  
 
After 2001 the domestic share of consumption is decreasing and in 2005 it is lower than any 
other year within the interval. As well as with the increasing consumption volume this could 
be a positive effect of the origin marking system making the beef market more transparent, 
and little by little, bringing the credence back in the market.  
 
Although it is interesting to study the average results for EU(15) it is more valuable to study 
each country separately since they show diverging results and more national variables can 
thus be included in the analysis. The countries have been split into categories depending on 
their behaviour during the time interval. The purpose of the classification is to see the results 
of the individual countries more clearly. Following groups have been identified due to their 
behaviour after 2000; Countries with an Increased Domestic Consumption Share, Countries 
with a Decline in Domestic Consumption Share, Countries with a Generally High Domestic 
Consumption Share (over 95 percent) and Countries with a Generally Low Domestic 
Consumption Share (below 80 percent). 
 
4.2.2 Countries with an Increased Domestic Consumption Share 
Let us begin with the countries with an increase in domestic consumption share. The countries 
in this group; France, Spain, Portugal and Germany, have a generally higher domestic 
consumption share after year 2000 than previously. The results for these countries are 
presented in Graph 4.3. 
 
Germany has an increase in their domestic consumption share between 1996 and 1999 and 
after these years the domestic consumption level remain steadily at slightly over 96 percent, 
though it slowly decreases to less than 96 percent after 2004.  The domestic consumption is at 
its highest when the crisis outside the United Kingdom is at its worst, which could mean that 
German consumers trust German beef. A few years after the origin marking is introduced it 
shows some results by increasing imports. 
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Graph 4.3 – Percentage Share of Domestic Consumption in France, Spain, Portugal and Germany.  
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The German exports were more than doubled between 2000 and 2001, at the same time as 
consumption of beef in EU(15) decreased. The exports were clearly higher after 2000 than 
before. Germany was the fourth largest exporter to the world in EU(15) within the time period 
(Comtrade 2009). This was the case even though the country was heavily affected by BSE 
after 2000. Since the domestic consumption share and exports are still high after 2000, this 
could imply that both domestic and international consumers have a relatively high credence in 
German beef. 
 
Spain’s domestic consumption share is below or equal to 90 percent before 1999 when it 
suddenly rises with 5 percentage points in one year. During the rest of the period the domestic 
consumption share remain on the new, higher, level but the peak is in 2001, when it is as high 
as 95.6 percent. This implies that the domestic credence in Spanish beef is high and that 
domestic consumption share could have increased due to the origin marking.  
 
An interesting observation is that France seems to have a clearly increased domestic 
consumption share since the traceability system came into working. First, there is a fast 
increase in domestic consumption between 1995 and 1996, it then remains stable at around 90 
percent until 2001 when it makes a sudden leap to 93.9 percent. The share is at a continued 
high level during the rest of the period but is slowly decreasing at the end. The reason why it 
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is so interesting is because French consumers have shown tendencies in studies to act in a 
seemingly nationalistic manner, and mainly preferring domestic products over imports 
(Papadopoulos and Heslop 1990). This could of course be due to other factors although it 
does somehow imply that the traceability system could be effective in increasing domestic 
consumption. 
 
At last, Portugal, that has a relatively volatile trend with three peaks; 1996, 2002 and 2004. 
Though, between 2000 and 2001 there is a great leap when domestic consumption share 
increases with a total of 8.2 percentage points. The trend is also more stable after than before 
2000, which could imply that the consumers prefer domestically produced beef even though 
the incidence of BSE is the second highest within the union. 
 
The largest exporters within EU(15) during the interval is Netherlands, France, Spain and 
Germany in the presented order (United Nations 2009). The fact that three of these countries 
are classified into the first group could imply that the countries that were exporting, and self-
sufficient in beef had the possibility to increase domestic consumption in a different way than 
others.  
 
In times of a crisis the domestic consumption share actually increased, even though all these 
countries were among the countries that were most affected by the BSE. Whether or not this 
was due to nationalism could be further examined, but this essay will not look into it any 
further. 
 
4.2.3 Countries with a Decreased Domestic Consumption Share 
The second classified group is the countries where domestic consumption share is actually 
lower after 2000 than before or at least decreasing after 2000. The results for the countries in 
this group; Netherlands, Sweden, United Kingdom, Belgium, Italy and Luxembourg, are 
presented in Graph 4.4. 
 
Maybe the least surprising country to be found in this group is the United Kingdom. After the 
severe BSE crisis in the country it is not shocking that the consumers chose to consume 
imported, instead of the domestically produced beef to a larger extent. This also affected the 
country’s exports and consumption. The exports in 1997 were only 0.2 percent of the exports 
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two years earlier; in 2005 it had increased slightly to 0.6 percent of the exports in 1995. In 
1995 United Kingdom was the fourth largest exporter of beef in EU(15) but this place number 
was lost after the crisis (United Nations 2009). The EU made a total block of imports from the 
United Kingdom between 1996 and 1999 to keep the BSE from spreading to other countries 
in the union. (Senior Nello 2009:278) This is probably why the disease affected the United 
Kingdom so much more than other countries. 
 
Graph 4.4 – Percentage Share of Domestic Consumption in Netherlands, Sweden, United Kingdom, Italy, 
Belgium and Luxembourg. 
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The consumption of beef also decreased drastically in the United Kingdom. Compared to the 
average consumption in EU, which halved between 1995 and 2001, the UK consumption 
value in 2001 was approximately one fourth of the value in 1995. This implies that the 
credence in the beef market was severely hurt by the crisis and thus, that the origin marking 
helped consumers choose other than domestically produced beef. After 2004 the domestic 
consumption is increasing again, which could mean the origin marking had a long term effect 
in restoring the consumers’ credence in the market. 
 
Belgium and Luxembourg are conjoined in the statistics until 2000 and thus, they had to be 
put in the same graph. Belgium is the fifth largest exporter among the EU(15) countries 
between 1995 and 2005, even though statistics from the country’s exports separated from 
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Luxembourg are only available from 1999 and onwards (United Nations 2009). This implies 
that Belgium might in fact be the largest exporter if we include separate statistics for the 
country between 1995 and 1998. The Belgian domestic consumption share seems to be 
relatively stable but is slowly decreasing. Other than that, the domestic consumption is 
relatively high, which could be due to their large production. Since the country was clearly 
affected by the BSE crisis, maybe this means consumers, to a larger extent than before, chose 
foreign beef. Though, the decrease in domestic consumption share is not larger than 1 percent. 
 
Luxembourg should in fact be put in the group of countries with a generally low domestic 
consumption but are put in this group since it had to be placed together with Belgium. The 
relatively low domestic consumption share could be due to the fact that the country is not self-
sufficient in beef. Their population consume more than they produce and thus they have to 
import to fill their needs, and are only able to export a small share of their production. In 2001 
the production is very low compared to other years, which means that they have to import to 
meet the demand of beef. 
 
Netherlands’ domestic consumption share is decreasing over the entire interval. In 1995 it is 
88.7 percent and in 2005 it has sunk as far as to 65.3 percent, which sums up to a decline of 
23.4 percentage points. This is the largest difference within the entire research. Before 2001 
there is hardly any incidence of BSE in the country but then it increases suddenly and this also 
affects domestic consumption. The fall in Dutch domestic consumption share could be an 
effect of the BSE crisis in the country, but may also depend on increased transparency and, 
thus, increased credence in the beef market. By looking at which countries Netherlands start 
importing from to substitute their domestic production we can get a hint on which is the case. 
If domestic production is substituted by imports from many BSE affected countries, this could 
imply that the transparency has restored the credence in the market and, reversely, if the 
country start importing from countries with a low incidence this might imply that the 
decreased domestic consumption is due to the crisis.  
 
German beef dominates the increase in Dutch imports from 1995 and onwards. In 1995, 3.45 
percent of the Dutch consumption consists of German beef, in 2001, the same number 13.18 
percent. The German BSE incidence is higher than the Dutch after 2000, but lower before. 
This share is continued high until 2005 when it goes back down to 8.52 percent. Consumption 
of British beef decreases markedly, which is not unexpected due to their crisis. New countries 
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on the Dutch beef market after 2000 are Portugal, Finland and Luxembourg, of which Finland 
and Luxembourg have a lower incidence after 2000, Portugal’s incidence is high. 
Consumption of both Irish and Spanish beef first decreases before it increases again to a 
higher level than before. Both countries have a generally higher incidence than Netherlands. 
(United Nations 2009, Oie 2009) 
 
These results imply that Dutch consumers first react on the BSE crisis by choosing beef from 
low incidence countries. When the origin marking has been active for a few years the imports 
from high incidence countries also increase while the domestic consumption share is sinking. 
This is the utmost example of trade creation due to the origin marking system in this entire 
study. Since the Netherlands is the largest exporter of beef during the interval their beef is 
probably more desired abroad than at home. Thus, the country also differs from the other 
three countries on the top of exporters. 
 
The Swedish domestic consumption share is fairly high throughout the interval, peaking in 
1998 with 99.4 percent. The domestic consumption does actually fall steadily after 2000, 
which could be interpreted as a positive effect of the traceability system on the consumers’ 
credence in the producers. Since Sweden was the only country without any larger incidence of 
BSE from 1995 to 2005, this result is unexpected; the most logic result would be if Swedish 
consumers increased their domestic consumption after 2000.  
 
Sweden is a small producer of beef and the population consumes about as much as they 
produce, the country is one of the smallest exporters within EU(15) and this could therefore 
have something to do with that. The production value is steadily decreasing between 1995 and 
2005, which means the country simply is not completely self-sufficient in beef, thus, when 
production is low they have to import. Other than that, the Swedes are pretty loyal to their 
domestic producers. Only in 2004 and 2005 does the domestic consumption share fall below 
95 percent. It seems like the Swedes tend to choose domestic products as often as possible, 
which could be due to the low BSE incidence in the country. 
 
Italy has an increased domestic consumption share up until 2001 when it peaks at 87.1 
percent, after that it is decreasing. The growing domestic consumption before 2001 can be 
interpreted as a growing concern among consumers and a fear of contaminated beef. If this is 
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true, the decline after 2001 could hence be subject to a regained credence, which means the 
traceability system has a positive effect on Italy as well. 
 
The countries in this group seem to be very different and seem to have a decreasing domestic 
consumption share due to very different reasons. The United Kingdom is very affected by the 
BSE and has a decreasing domestic consumption because of that. Belgium’s domestic 
consumption is relatively high since the country has a large production, though the domestic 
consumption share decreases a little. Netherlands and Italy also experience some trade 
creation due to the origin marking system. Luxembourg and Sweden are not always self-
sufficient in beef and therefore their domestic consumption share can hardly increase much 
more.  
 
4.2.4 Countries with a Generally High Domestic Consumption Share 
The third group of countries stand out because of their steady high domestic consumption 
share throughout the most of the period. The countries in this group are Finland, Austria and 
Ireland, which are presented in Graph 4.5. 
 
Graph 4.5 – Percentage Share of Domestic Consumption in Ireland, Finland and Austria. 
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The result for Finland once again makes it interesting to refer to Papadopoulos and Heslop 
(1990). They in turn refer to another study which has found the Finnish consumers to be very 
loyal to, and proud of their country. This is proving to be true even in this research; the 
domestic consumption share of beef is at its lowest in 1995 at 97.8 percent. Also Irish and 
Austrian consumers seem to be loyal to their domestic producers. The Irish and Austrian 
minimum of the interval is as well as for Finland, in 1995. In 1997, both Finland and Ireland 
peak at 99.97 percent. The Austrian domestic consumption share peaks in 2001, which 
follows the general pattern. 
 
Since there is no significant change in consumption shares in Finland and Ireland after 2000 
maybe producers marked the beef with the origin even before it became obligatory. At least 
Finnish producers would be smart if they did, since that would help them increase their sales, 
i.e. if it is true that the Finnish consumers actually are more loyal than others. The fact that 
origin marking became compulsory in 2000 does not mean it was prohibited to mark the beef 
before 2000, just that every producer had to after year 2000.  
 
Ireland has a large incidence of BSE between 1995 and 2005 which could affect their 
domestic consumption share, which is slowly decreasing after 1997. Finland and Austria, in 
contrast, has a small incidence of the disease. Finland’s domestic consumption share is also 
higher between 2000 and 2004, which could mean that their credence is higher in domestic 
producers because of that.  
 
4.2.5 Countries with a Generally Low Domestic Consumption Share 
At last, presented in Graph 4.6, there is a group with a steady low domestic consumption 
share. The countries in this group are Denmark and Greece. Although these countries have 
relatively low domestic consumption shares, let us have in mind that the absolutely lowest 
domestic consumption share within this entire study is as high as 46.4 percent, which is the 
share for Greece in 1998. Thus, principally the domestic consumption is mostly more than 
half of the entire consumption volume for all countries within the interval. The domestic 
consumption share peaks in 2001 in both Greece and Denmark with 68.1 and 76.3 percent 
respectively. After 2001 the domestic consumption shares are lower again. 
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Graph 4.6 – Percentage Share of Domestic Consumption in Denmark and Greece. 
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Both countries show an increased domestic consumption in 2001 compared to one year before 
and then it decrease in 2002. In Denmark the domestic consumption is more stable after the 
introduction of the origin marking than before, but is on average almost at the same level as 
before. In reverse, Greece has a more stable domestic consumption share before the origin 
marking and the country ends up with an, on average, larger domestic consumption share than 
before. 
 
Both countries do have a relatively small incidence of BSE, though Denmark is more affected 
by it than Greece. As well as with Luxembourg and Sweden, the Greek population consumes 
more than they produce, and has to import to provide the population with beef. In 2001, 
though, consumption is at the minimum of the period and therefore they do not have to import 
as much as they had to before. Denmark, however, is a large exporter and produce way more 
than they consume, but their consumption is also very low in 2001. The fact that both 
countries peak in 2001 could also support the hypothesis that consumers like to consume 
domestically when they have a low credence in the market. 
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4.3 Intra-EU Trade 
 
Since this essay also intends to see whether there has been any external trade creation, or 
diversion, we will now have a look at the intra-EU trade and trade with non-member 
countries. Let us return to Graph 4.2 in the previous chapter where the consumption share of 
beef produced within the EU is visible. The individual results for each country are also 
included in the Appendix. Before 2004 the intra-EU trade is almost 100 percent, which means 
that almost all of the beef consumed within the union is also produced there. Actually, no 
country deviate drastically from the trend shown in the average graph, which means 
practically no beef was imported from the rest of the world during the period except from 
after 2004 when this share is beginning to decrease. 
 
The fact that the Intra-EU trade decreases at the end of the period is due to the enlargement of 
the Union in 2004. New members of the customs union were Czech Republic, Cyprus, 
Estonia, Latvia, Lithuania, Hungary, Malta, Poland, Slovenia and Slovakia (Senior Nello, 
2009:5). These countries have been excluded from the study since they were not part of the 
EU during the entire period. When the tariffs were removed towards these countries trade 
increased. Netherlands, which increased their imports from non-EU(15) countries the most, 
started importing from Poland, Hungary and Slovenia. Another example is Sweden, that also 
had a large non-EU(15) import share after 2004, who started importing beef from Poland, 
Latvia and Lithuania. (United Nations 2009) Thus, there is a trade creating effect within the 
EU when tariffs are removed towards the new members, though, this is not an effect of the 
beef traceability system. 
 
In France, Germany, Greece, Italy, Netherlands and Sweden, the decrease in the European 
consumption share is also combined with a decrease in the domestic consumption share. 
Maybe even this has to do with the new members that enter the customs union. The decrease 
in domestic consumption after 2004 could be substituted by cheaper imports from the new 
members. The entry of new members could therefore have led to both internal and external 
trade creation for some countries.  
 
It is interesting to note that trade with free trade agreements, like EFTA, do not even occur, 
which shows how highly protected the agricultural sector is by the Common Agricultural 
Policy (CAP) in the EU. The internal agricultural market is free but common tariffs are levied 
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on imports from non-member countries. (Senior Nello 2009:280) This policy is seemingly 
very efficient in protecting the beef sector from competition outside the customs union. 
Two conclusions could be drawn from this. First, the beef traceability system could hardly 
increase the trade diversion towards non-member countries, this since the consumption within 
Europe is already near, or equal to, 100 percent. Second, the existing trade diversion is 
probably caused by almost prohibiting tariffs towards non-members since trade occurs with 
the new members as soon as tariffs are removed. This means that the tariffs are also too high 
to increase trade with non-member countries due to the lower incidence of BSE in the rest of 
the world. Thus, there is no change in the trade with non-member countries and the positive 
effect that the origin labelling could have had on trade with non-members is also impeded by 
the high tariffs. 
 
4.4 Other Trade Affecting Aspects 
 
EU tries to impede the possible trade diverting effects from the origin marking system in 
combination with an increased environmental concern by prohibiting marketing of locally 
produced goods. In Sweden in 2009 EU stopped a marketing campaign by the National Food 
Administration, designed to promote locally produced goods as environment-friendly. They 
were not authorized to market locally produced goods as being better for the environment, 
though, they were allowed to promote a campaign for consumers to choose goods that had 
been delivered with “environment-friendly” transports. (Ivarsson 2009) This prohibition 
clearly restricts producers from using the origin marking in a trade limiting manner. Also this 
could restrict the possible effect that increased concern on environmental issues could have 
shown on trade and limits the origin markings effects as a non-tariff barrier to trade. 
 
The price of beef could of course have a significant role in determining which beef that is 
consumed. Anyhow, the BSE is a severe threat to a person’s health and, therefore, people put 
their health before their economy in this credence based market. As we see, consumers rather 
do not consume beef at all when it becomes unsafe to eat it. Anyhow, since there is no trade 
with non-EU members the tariff is probably high and, thus, the price difference become to 
high for consumers to buy beef imported from non-EU members. 
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5. Conclusion 
 
 
 
This section begins with a conclusion of general observations and is later concluded with 
implications of the results in this investigation. 
 
5.1 Concluding Remarks 
 
The average results on EU(15) show that the first reaction to the system was increased 
domestic consumption. Beef consumers were probably frightened by the BSE crisis and when 
they were able to distinguish domestic from foreign beef they chose the familiar domestically 
produced good. Though, one year after the introduction it seems like the origin marking had a 
positive effect on both consumption and trade. Consumption began to increase after 2001, and 
the domestic consumption share started to decrease slowly as consumers regained their 
credence in the beef producers. Although, the origin marking could have had a trade diverting 
effect by making it possible for consumers to point out their domestic producers, the effect on 
the internal market instead seem to have been slightly trade creating. 
 
The intra-EU trade could not increase any more since it was already as high as 100 percent. 
Though, within the period it did not decrease either until new members entered the union and 
were able to compete without tariffs. The possible effects of the origin marking do not show 
since the external market was heavily regulated by tariffs. 
 
Now, let us look back at Table 3.1. Generally, on the beef market within the EU(15) between 
1995 and 2005 we observed a trade creation, both internally and externally, since domestic 
consumption decreased and imports from both EU(15) and the rest of the world increased. 
Though, the latter is relatively small and only happens in the last years. We find that the 
outcome was in line with Case 1 of Viner’s classification of trade effects, i.e. double, internal 
and external, trade creation. The origin marking could have been causing the internal EU(15) 
trade creation by increasing transparency in the market, but did probably not have anything to 
do with the external trade creation, which was due to the fact that new members entered the 
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European Union. This could also have led to trade creation if cheaper imports from the new 
member countries replaced domestic production. 
  
Probably, the origin marking’s main effect on the market was primarily that it helped regain 
the consumers’ credence in that the beef products were healthy, and also that it created 
incentives for producers to produce healthy meat. The total beef consumption increased, 
which means that trade also increased in total, even though the domestic versus the import 
shares of consumption were not affected that much. Since the total, import and domestic, 
consumption increased this must also mean that integration, the flow of goods, must have 
increased due to the origin marking system. 
 
These results make it possible to answer the three questions in the introduction chapter. The 
domestic consumption decreased slightly after the origin marking system was introduced and 
thus, the flow of beef must have increased, which in turn means that the market became more 
integrated in the long run. Whether this was a direct effect of the origin marking or not can, 
however, not be proved. Since trade did increase, both due to increased consumption and a 
smaller consumption of domestic goods, the origin marking probably has not acted as a severe 
trade barrier even though domestic consumption first increased. Even though it is not possible 
to determine the cause of this, the objectives of the Commission when introducing the origin 
marking must be considered to have been, at least partly, fulfilled. 
 
5.2 Implications 
 
In the beef market there was no evidence that the origin marking had any large increasing 
effect on the overall European domestic consumption share. Anyhow, the countries that 
actually did show an increased domestic consumption; France, Germany, Spain and Portugal, 
could be more likely to use the origin marking to consume more domestic products and 
maybe consumers in these countries have more nationalistic preferences. Though, this needs 
some further investigation to be proved. 
 
The fact that consumption increased after the origin marking was introduced implies that the 
system was efficient in increasing transparency. Since it did not lead to an overall trade 
diversion in favour of domestic producers the positive effects of the system were larger than 
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the negative. Consumption increased and trade was not negatively affected, and, therefore, the 
origin marking system could be considered as a justified means of restoring consumers’ 
confidence in producers in credence based markets that are experiencing a crisis. The 
Commission could thus use this method to increase consumption in other markets. 
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Appendix – Individual Country Graphs 
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Denmark 
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Greece 
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